Woman C.P.A.
Volume 8

Issue 3

Article 6

4-1946

Incentive Wage Plan
Phoebe Comer

Follow this and additional works at: https://egrove.olemiss.edu/wcpa
Part of the Accounting Commons, and the Women's Studies Commons

Recommended Citation
Comer, Phoebe (1946) "Incentive Wage Plan," Woman C.P.A.: Vol. 8 : Iss. 3 , Article 6.
Available at: https://egrove.olemiss.edu/wcpa/vol8/iss3/6

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Woman C.P.A. by an authorized editor of eGrove. For more information, please
contact egrove@olemiss.edu.

Phoebe Cotner is a director of the national American
Society of Women Accountants, and president of the
Indianapolis chapter.

She received her LL.B. from Benjamin Harrison Law
School which became affiliated with the Indiana University,
and as all degrees were made retroactive, she received a
degree from the university as well. She has taken accounting
courses at Indiana University Extension.
Miss Comer is a member of the National Association of
Cost Accountants, The Women Lawyers and lota Tau Tau,
a legal sorority. She is employed as an accountant by a
firm of pharmaceutical and biological chemists.

INCENTIVE WAGE PLAN
By PHOEBE COMER

The arguments for or against incentive time, the operator would lose all bonus.
wage plans, whose purpose is increased The worker received the base hourly rate
wages in return for greater effort, usually plus one-half of the bonus earned, based
consider only persons working in manu on the two pay periods on which more
facturing plants, not office workers. This than fifty percent of the worker’s time was
article deals with a wage incentive plan spent on bonus work.
adopted by one of the few companies
There must be well qualified supervisors
which has applied wage incentive prin and qualified workers of the same abil
ciples to office personnel.
ities. To obtain these workers two pro
The company found that the following jects were set up. Job Evaluation: Each
matters must be considered before putting type of work was rated by a committee
any plan into effect:
composed of four persons; one from the
Standardized and improved methods: industrial engineering department, one
hile the work was new and the method from the employment department, the
was constantly changing, no standard head of the department in which the jobs
could be set until a definite method was were being evaluated and a representative
decided upon. Marked changes in the of the director of the division concerned.
method required revisions of standards Their duty was to consider requirements,
and such changes would cause the oper the importance of the duties, and the re
ator to distrust the plan. Therefore, before sponsibilities of each job. After each fac
the work was placed on bonus, the opera tor had been considered, an hourly base
tion was studied to see if the work could rate was established on how much the job
be simplified and the equipment im was worth, not how much a particular
proved.
operator was worth on the job. Progress
Material and equipment had to be kept Records: A worker’s progress on a job was
in the same condition as when the stan studied at regular intervals and if the
dards were set. Since incentive methods worker was underpaid a merit increase
were more easily applied to repetitious was given. If the worker was qualified, the
work, it became the supervisors’ task to operator was moved up to a higher classi
see that the operator had a steady supply fication as soon as possible.
of work. However, if for some reason the
The standard must be accurate, fair and
work could not be supplied, or if the workable. Standards based on past per
equipment changed and the conditions formance could not he used since poor
could not be corrected for a period of supervision and techniques, inefficient
12

after a sufficient training period. During
this training period, caused by transfers
or changes, the base hourly rate was paid
with an average bonus based on past per
formances. A well qualified supervisor will
be able to help the operator shorten this
training period by showing the worker the
best way to do the work.
The plan provided for three types of
bonus. The largest group works on the
Individual Production Bonus. Such work
includes coding, footing and abstracting
wholesalers’ invoices; coding, pricing,
footing, and abstracting salesmens’ orders;
and all billing operations. This bonus is
paid along with the regular wages. The
amount of bonus earned is based on the
percentage of efficiency attained on the
work performed during the particular
period. A daily report showing the
amount of work complete is sent to the
industrial engineering department, where
the number of standard minutes received
for work completed is figured and entered
on the individual’s record card. This card
also shows the. number of actual minutes
spent on bonus work and the number of
minutes spent on time work. At the end
of a pay period a total of the standard
minutes, actual bonus minutes, and time
work minutes is obtained. The total stan
dard minutes are then divided by the total
actual minutes on bonus work (or vice
versa) to obtain the percentage of effi
ciency. Example: Standard minutes, 2962,
divided by 3530 actual minutes on bonus
equals 83.9 percent. Therefore, the wages
received are determined by multiplying the
number of hours worked by the hourly
base rate, and adding the amount earned
by multiplying the number of bonus hours
by the hourly bonus rate as determined by
the percentage of efficiency. (The bonus
rate is obtained from the table appended
hereto.) Time work bonus rate — one half
of the average hourly bonus earned during
the last two periods during which more
than fifty percent was spent on bonus — is
multiplied by the number of hours spent
on time work. The total of the three is the
total wage for the pay period.
The next largest group, the shipping
office, works on a Group Production Plan.
The standard is established for the group
in terms of the number of units an hour
that are completed by the cooperative
efforts of all the members of the group.
Each day the industrial engineering de
partment receives records of the number
of hours spent by each member in the
group and the reports from which the

working routines and self imposed limits
on production would not be eliminated.
Only standards set after a time study with
the aid of a stop watch were to be used.
Such studies required an understanding
of the work and its requirements and a
sound judgment of the operator’s speed
during the study. Some, because of the
tension, would start out at a normal pace
but increased the speed to a killing pace,
while dislike for the bonus plan caused
others to restrict their output during the
study. This dislike was based upon fear
that they would be criticized and penal
ized if they did not meet the standard
each and every day, or that they would be
required to work harder for the same pay.
Although the time study man’s chief
duty was to establish the rate of produc
tion a worker would be able to produce in
a given time, he was instructed to stop the
study and show any worker who expressed
an interest in the time study procedures
how it was done. It was realized that the
more knowledge the worker had of the
basic fundamentals of the time study and
the more he understood how the standard
was set, the fewer disputes there would
be. A worker would understand the effect
of his effort on his earnings and would
therefore expend more effort.
The loose standards were found to cause
dissatisfaction among those whose work
called for greater effort, while a fair stan
dard worked as a stimulant to the workers
to use more than average skill and effort
for greater productivity.
In case the worker was dissatisfied with
the results of the standards, a check study
was made at once. If the study appeared
to be right, the worker was asked to give
it a fair trial, and after the trial period if
the worker still protested, it was given to
another person for continued study. All
time studies were in writing, were dis
cussed with the interested department
head and were available to the workers
for examination.
A plan was provided to encourage de
velopment of new methods. A suggestion
system was established whereby any
worker who suggested a new method to
reduce labor, improve or eliminate forms
used, or improve the quality of produc
tion was paid a cash bonus. For any sug
gestion resulting in a saving of less than
twenty-five dollars, the bonus was two dol
lars fifty cents. If the saving was over
twenty-five dollars the bonus was equiva
lent to ten percent of one year’s savings.
Pressure was not put on a worker until
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payment made to the checkers, based upon
complaints received from the salesmen.
Any employee operating on the incen
tive wage plan who works more than fifty
percent of the time on bonus work and
maintains a hundred percent efficiency for
six months, receives a letter of congratu
lation and an award of ten dollars from
the president of the company. This letter
is delivered directly to the worker by the
president.
It must be stressed that there are many
published plans but no one plan will be
perfect for any one company’s needs. It
may be necessary to use parts of many and
these parts may have to be modified. Also,
after standards are set they should not be
changed because a worker makes a very
high bonus, only revised when a very
definite change has taken place in the
work or the method of operation.
SECTION OF THE HOURLY
BONUS WAGE TABLE
Hourly Bonus
Percent of
Efficiency
1-49
none
$.0150
50
55
.2250
60
.0300
65
.0450
70
.0600
75
.0750
80
.0900
81
.0930
82
.0960
83
.0990
84
.1020
85
.1050
90
.1200
95
.1350
100
.1500
For each percent
above 100 the
bonus will be
.0015

number of units completed are obtained.
At the end of the period a total is taken
of the number of hours spent by the group
and of the number of units completed.
The total units are divided by the total
hours spent. This gives the actual number
of units completed per employee hour.
The actual number of units completed
per hour is then divided by the standard
for an hour to find the percentage of effi
ciency. Example: Number of units com
pleted, 5250, divided by 210, number of
hours spent on bonus during the period
by the group, equals 25 units completed
per hour. Dividing 25 units an hour by 30
standard units per hour gives an efficiency
rate of 83.3 percent. The individual wage
is obtained by multiplying the number of
hours each operator spent on bonus by
the hourly bonus rate as determined by
the percentage of efficiency attained. To
this is added the amount earned by mul
tiplying the number of hours worked dur
ing the period by the hourly base rate.
However, if any time is spent off bonus
work during the period a different bonus
rate per hour will be paid for that time.
The same method to find the percent of
efficiency is used except that the number
of hours spent on bonus during the period
will be changed to the number of hours
spent on bonus and time work during the
period. The number of hours each in
dividual spent on time work is multiplied
by the bonus rate so obtained. Therefore,
the total wage for the period is the basic
wage, the regular bonus earnings and the
time work bonus earnings added together.
The last type of bonus plan used is the
Quality Bonus, under which very few
operate. The persons who check the sales
men’s orders for pricing and coding errors
are paid a bonus based upon efficiency.
Penalties are assessed against the bonus

COAST TO COAST

(Continued from Page 7)

SPOKANE
Spokane Chapter ASWA held a study
class preceding the regular monthly din
ner in February. Guest speaker was Mr.
Don Phillabaum, Service Officer of the
American Legion, who chose as his topic

TERRE HAUTE
Better Understanding was the subject
discussed by Mrs. Ida Wittinghill Stone,
Jessie McCune and Roseanna Burke, panel
group from Indiana State Teachers’ Col
lege at the regular February meeting of
the Terre Haute Chapter ASWA held at
the YMCA. The racial problem, a very
timely subject, was considered from the
standpoint of causes, effects, and actions
which could be taken.

What People in Business Should Know
About the GJ. Bill of Rights.
Election of officers will take place at
the April meeting.
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